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The Economic Coordinating Committee dedicates
the 1997 Economic Report to the Governor to the
memory of Randall William Rogers who passed
away in the Fall of 1996. Randy was a distinguished
contributor to the collective understanding of the
importance and complexity of Utah economic
issues. He was also a close personal friend to many
in the state’s economic community.

Randy started his economics career in 1976 as a
research assistant at the Bureau of Economic and
Business Research. He authored or coauthored six
articles in the Utah Economic and Business Review
and worked on numerous Utah data projects. In
1980, after his tenure at the University, Randy
became the first economist hired at the Utah
Department of Community and Economic
Development. During his 16-year career with the
Department, he researched a wide variety of public
policy issues, with a special focus on public land and

tourism issues. In the later years of his life, Randy
also worked with the Utah Foundation, a public
policy research entity, where he completed research
on water, land use, wages, public debt, and health
care issues.

Randy brought to his work a warm and friendly
personality, a commitment to hard work, and the
personal integrity that endeared him to all who knew
and worked with him. His unpretentious style,
coupled with his sound research, writing, and
analytical skills, made him one of the most
respected and revered economists in the state.
Everyone wanted to be his friend and interact with
his engaging wit and wisdom, not only about
economic issues, but over a wide range of issues
relating to the environment, running, recreation,
religion, and his family. Randy left his mark as an
esteemed professional and wonderful human being.
His presence will be missed by all.
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The Economic Report to the Governor, published
annually since 1986, is the principal source for data,
research, and analysis about the Utah economy.
The report includes a national and state economic
outlook, a summary of state government economic
development activities, an analysis of economic
activity based on the standard indicators, and a
more detailed review of industries and issues of
particular interest. The primary goal of the report is
to improve people’s understanding about the Utah
economy. With an improved economic literacy,
decision makers in the public and private sector will
then be able to plan, budget, and make policy with
an awareness of how their actions are both
influenced by and impact economic activity.

State Economic Coordinating Committee. The
State Economic Coordinating Committee (ECC)
provides guidance for the contents of this report.
The ECC is an advisory committee to the Governor
and includes representatives from a variety of state
and local government agencies, First Security Bank,
Key Bank, Utah Foundation, University of Utah,
Weber State University, and Brigham Young
University. The mission of the ECC is to provide
information and analysis that enhances economic
decision-making in Utah. This report is the primary
means of the ECC to communicate economic
information to the general public.

Collaborative Effort/Contributors. This report
would not be possible without the participation of
over 20 different authors from 11 different public
and private entities. Each of the contributors
devotes a significant amount of time during the very
busiest season of the year to make sure that this
report has the very latest economic and
demographic information included. While this report
is a collaborative effort which results in a consensus
forecast for next year, each chapter is the work of
the contributing organization with review and
comment by the Governor's Office of Planning and

Budget. More detailed information about the findings

in each chapter can be obtained by contacting the
authoring entity (see Contributors list).

Statistics Used in This Report. The statistical
contents of this report are from a multitude of
sources which are listed at the bottom of each Table
and Chart. Statistics are generally for the most
recent year or period available as of mid-December
1996. Since there is a quarter or more of lag time
before economic data become final, the data for
1996 are preliminary estimates. Final estimates can
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be obtained later in 1997 from the contributing
entities. All of the data in this report are subject to
error arising from a variety of factors, including
sampling variability, reporting errors, incomplete
coverage, non-response, imputations, and
processing error. If there are questions about the
sources, limitations, and appropriate use of the data
included in this report, the relevant entity should be
contacted.

Statistics for States and Counties. This report
focuses on the state, multi-county, and county
geographic level. Additional data at the
metropolitan, city, and other sub-county level may
be available. For information about data for a
different level of geography than.shown in this
report, the contributing entity should be contacted.

New This Year. While the content of this report,
other than introducing a new year of data and
analysis, is similar to prior years, several new data
series or research efforts are worthy of highlighting.
This year's “Utah’s Long-Term Projections” chapter
includes updated population and employment
projections for the state, multi-county districts, and
counties. These projections have not been updated
since 1994 and represent a major revision. The
“Construction and Housing” chapter includes new
data on housing price trends and a primer on the
economic issues associated with the reconstruction
of I-15. The “High Technology” chapter includes
results of a new survey of high technology firms in
the state. The economic impacts of Salt Lake City
hosting the Winter Olympics 2002 are described in
the “Tourism” chapter. And finally, population and
urbanization trends and the impacts of electric utility
restructuring are highlighted in the section on
Special Topics.

Electronic Access. This report is available on the
Governor's Office of Planning and Budget’s Internet
homepage at http://www.governor.state.ut.us/gopb.

Suggestions and Comments. Users of the
Economic Report to the Governor are encouraged to
write or call with suggestions that will improve future
editions. Suggestions and comments for improving
the coverage and presentation of data and quality of
research and analysis should be sent to the
Governor's Office of Planning and Budget, 116
State Capitol, Salt Lake City, Utah, 84114. The
telephone number is (801) 538-1036. &8
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STATE OF UTAH

MICHAEL O. LEAVITT OFFICE OF THE GOVERNOR OLENE S. WALKER
GOVERNOR SALT LAKE CITY LIEUTENANT GOVERNOR
84114-0601

January 15, 1997

My Fellow Utahns:

| gratefully accept the 1997 Economic Report to the Governor. My economic advisors have
personally informed me of the rapid pace of job growth, low unemployment, and rising incomes
present in our economy. In many ways, the Utah economy is as strong as it has ever been. |
praise Utah residents for their collective contributions to this economic success. | feel fortunate to
be in public service during such favorable economic times and | pledge to continue to provide the
leadership that will benefit the Utah economy.

A major factor in fostering continued economic success is to make sure government is meeting
the infrastructure needs of a growing and prospering economy. These infrastructure needs
include the traditional infrastructure of transportation, water, public safety, and education systems,
as well as the infrastructure of the future, namely telecommunications and the electronic highway.

During the next four years, Utah will invest heavily in the future. Our public investment portfolio
includes a major reconstruction of Interstate 15 through the heart of the Salt Lake metropolitan
area. We will also begin the planning for the Legacy Highway project. We are making progress
on the completion of the Central Utah Project and many other transportation and water projects.
We will build more prison space to keep our society safe and continue on our path to build a world
class education system.

In the electronic highway arena, the state will continue to promote electronic commerce. We will
utilize our buying power as the largest consumer of telecommunications and our right-of-way
assets to stimulate private sector investment in the electronic highway. Our vision is to have the
ability to provide more government, education, and health care services electronically. Private
sector transactions will follow. This is a lofty goal, but a goal consistent with making the Utah
economy competitive and smart in the future.

On January 8, | was sworn in for my second term in office. During this term, Utah will enter a new
decade, a new century, and a new millennium. This only happens once every 1,000 years. And
as we enter the 21% Century, our economy continues to change from the industrial age to the
information age. Everything around us is changing. We cannot rest on our laurels. We must
continue to guide the Utah economy into this new age.

Sincerely, ‘
W@’éﬁﬂ(—

Michael O. Leavitt
Governor
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9@ Executive Summary

Utah begins 1997 with an economy as strong as it
has ever been. The current expansion, as
measured by near or above average employment
growth, is in its ninth year. Annual employment
growth during the last four years has exceeded
5.0 percent and more than doubled the equivalent
national rate. Rapid job growth means that
residents have abundant opportunities to work
and, in many cases, increase their incomes. Real
wages are rising, unemployment rates are at a
four-decade low, and in-migration exceeded out-
migration for the sixth consecutive year. Many
Utah industries are thriving, including the tourism
industry which attracted a record 16 million
visitors and the construction industry which added
an all-time high of $3.5 billion in new construction
during 1996.

While these data demonstrate that these are the
best of times for Utah’s economy, it is incumbent
upon all Utahns, even in prosperous times, to
monitor economic performance and identify and
manage the present and emerging challenges that
impact the economy. Currently, these challenges
include the rising costs of conducting business,
the availability of labor, rapidly increasing housing
prices, and numerous growth issues such as
changing land use patterns, environmental quality,
and the need for infrastructure investment.

These challenges, coupled with the sustained
strength of the Utah economy, point to the
underlying theme of the 1997 Economic Report to
the Governor— the theme of managing change.
Utah'’s economy is performing valiantly and has
been for some time. The economic growth
presently occurring is providing wealth and
opportunity for Utah residents. It is also changing
the economic, demographic, and social makeup
of the state. As Utah prepares to enter the 21°
Century, it is critical that residents understand the
historic and geographic context in which changes
are occurring and the timing and direction of these
changes. Residents should also have sufficient
information to determine what actions must be
taken to make certain that changes are beneficial.

The 1997 Economic Report to the Governor
strives to help decision makers in business,
government, and elsewhere manage the many
changes in the economy by providing detailed
information about Utah’s past, present, and
anticipated future economic performance. The

context for understanding these changes is
provided through comparisons of Utah’s
economic performance over time and with other
states, the region, and the nation. The timing and
direction of change is described through an
examination of specific modifications occurring in
Utah’s economic structure and demographic
characteristics. The role of government is also
alluded to as the federal government retreats from
its historic strong presence in the Utah economy
and state government enacts plans to make
unprecedented investments in public
infrastructure. Finally, an outlook for 1997 is
provided. The goal is to help readers make
informed decisions about the future that will
ultimately improve the economic well-being of all
Utahns.

Historic and Geographic Context for
Understanding Utah’s Changing Economy

Historic. Utah’s current employment boom is
unprecedented in terms of the number of years
and the rates of increase. In 1996, Utah'’s job
growth rate was 5.3 percent, ranking second
among all states. Utah’s job growth rate has now
equaled or exceeded 3.0 percent for nine
consecutive years and exceeded 5.0 percent in
four straight years. Never before in Utah’s post
World War Il economic history has employment
increased at rates this high for such a sustained
period. Figure A provides Utah employment
growth rates from 1955 to 1996.

During the past ten years, Utah’s economy, as
measured by the job growth rate, has outpaced
the nation and the long term historic average.
From 1986 to 1996, Utah’s rate of job growth
more than doubled the national growth rate.
Utah’s job growth rate over this time period of
4.2 percent exceeded the equivalent national rate
of 1.9 percent and the average growth rate since
1950 in Utah of 3.5 percent.

The expansion of private sector jobs has fueled
Utah’s recent economic prosperity. Since 1986
Utah added 321,700 jobs, with 92 percent of the
growth occurring in the private sector. Private
sector employment increased from 78 percent of
total employment to 83 percent. The fastest
growing industry was construction (6.6 percent),
followed by services (6.4 percent). Figure B
provides 1996 job growth rates by industry.

Executive Summary 3



Figure A
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Utah’s income growth has also exceeded the
nation’s since 1986. Real per capita income
(income that is adjusted for both inflation and
population change) in Utah increased

18.2 percent from 1986 to 1996, rising from
$16,313 to $19,289. This compares to an

11.9 percent increase in the real per capita
income nationally where income grew from
$21,660 to $24,243. Utah’s per capita income is
still less than the nation, but it is gaining ground.
Figure C shows Utah’s per capita income as

a percent of the nation’s.

Geographic. Utah’s current economic success is
not isolated, but part of a broader, regional
prosperity and an expanding national economy.
California’s resurgence from the doldrums
experienced in the early 1990s is also important to
understanding the context of Utah’s current and
future economic performance.

National. The U.S. economy begins 1997 amidst a
six-year economic expansion that is expected to
continue another year. Inflation remains in check;
employment growth is modest, but respectable;
and interest rates are low. During 1996, the U.S.
economy grew at an inflation-adjusted pace of

2.3 percent.

Regional. The economies in all regions of the U.S.
performed moderately well during 1996. The
Mountain Division', however, is in the midst of a
five year economic boom and leads the nation in
economic vitality and growth. Figure D, which
compares employment growth among states with
the U.S. average, illustrates the strength of the
western and southern regions of the country. Utah
ranked second among all states in the rate of job
growth from 1995-1996 and was one of only two
states with employment growth over 5.0 percent.
Employment growth in every state in the West,
except Wyoming, Alaska, and Hawaii, exceeded
the national average of 2.0 percent.

Reinvention of the California Economy. After
bottoming out in mid-1993, employment in
California has now reached pre-recession levels.
As the economy has recovered, it has reinvented
itself by replacing federal defense jobs and
contractors with jobs in computer software,

'As defined by the Bureau of the Census, the Mountain
Division includes Arizona, Colorado, Idaho, Montana,
Nevada, New Mexico, Utah and Wyoming

biotechnology, and entertainment.? This
reinvention has important implications for other
Waestern states in general, and Utah in particular.
The Center for the New West has recognized this
significance by stating that, “The leg bone of
California is connected to the hip bone of other
Western states ... All Western states have a big
stake in California’s successful emergence.”

California, which has the largest population and
economy in the country, is the closest large
market for Utah products. Utah’s economy
flourished during California’s recent downturn
when many companies and people relocated from
California to Utah and propelled the state’s job
and construction boom. Despite this correlation,
over the long term, a strong California economy is
important to the health of the Utah economy. Now
that California’s economy is revitalized, the flow of
people and jobs from the west coast to Utah will
be reduced. Utah’s economy, however, is still
poised to perform well because of the many other
important factors driving economic performance,
such as the attractive business climate, young
labor force, quality of life, and economic diversity.

Timing and Direction of Utah’s Changing
Economy

Changing Economic Structure. The strength of
Utah’s economy over the past several years has
prevailed at the same time that the economy has
restructured and become more diversified. While
extractive industries and military establishments
continue to contribute significantly to the Utah
economy, Utah’s dependence on these industries
has decreased. At the same time, other service
and manufacturing industries have emerged.
Utah’s participation in global markets is also
changing Utah’s economic structure.

Diversity. The structure of Utah’s economy
continues to diversify relative to the nation.
Economic diversity is measured by relating the
industry employment composition in Utah with
that of the nation. A more diverse economy, as
measured by its similarity to that of the nation,
means that it is less specialized and therefore less
vulnerable to changes impacting any one industry.
Over the past two decades, Utah’s industry
structure has been profoundly altered by several
tfrends:

2center for the New West, Points West Chronicle,
Spring/Summer 1996.
3Center for the New West
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Figure C
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»+ Proportional decline in natural resource
employment, particularly metal mining and
energy industries;

»+ Declining significance of federal government
employment, particularly federal defense jobs;

» Increasing importance of employment in
durable goods manufacturing; and

» Growth in employment in service industries,
particularly computer software and tourism.

The emergence of Utah’s solid high technology
base is a prime example of a relatively new
industry that has increased the state’s economic
diversity. A survey of Utah’s high technology
industries showed that by the end of 1995, 473
high technology companies employing 40,600
workers were located throughout the state.’
Employment in the industry itself is diverse,
including jobs in software, aerospace, electronic,
biomedical/medical, and automotive products.
The establishment of high technology has helped
the Utah economy to simultaneously grow and
become more diverse.

The result of these trends is an industrial structure
in Utah that closely mimics the nation. As recently
as 1975, 27 other states had economies more
diverse than Utah. Beginning in 1980, however,
Utah’s economy started a relentless climb toward
a more diverse and stable economy. Now Utah
ranks seventh in the nation in economic diversity.
Figures E and F show how Utah’s economic
diversity compares with other states and how it
has changed over time.

Restructuring. Industry restructuring has been a
recurring theme of the 1990s. Restructuring is
occurring as industries strive to compete in a
global market. Restructuring is also propelied by
technological advances that facilitate the evolution
toward an information economy where the
location and the processes used to produce and
deliver goods and services to customers are
changing. The effect of restructuring is most
evident in the federal government where the end
of the Cold War and persistent deficits are
profoundly influencing spending priorities.
Restructuring is also impacting corporate America
where many companies have chosen to reduce
work forces and/or relocate.

"This survey was conducted by the Bureau of Economic
and Business Research, University of Utah. High
technology companies are defined as those with more
than 6.3 percent of the workers in technical, scientific, or
engineering positions and that spend more than

3.1 percent of net sales for research and development
activities.

Utah’s economy has both benefitted and been
harmed by restructuring trends. On the positive
side, global markets, business relocations, and
many technological changes have been good for
Utah. Export data show that Utah has been
tapping international markets at record rates,
Utah’s low cost of doing business has favorably
influenced business relocations, and because of
advances in technology, Utah is no longer isolated
from large markets. On the down side, reductions
in employment in Utah’s defense and software
industries have reduced the flow of income into
the economy.

In coming years, the restructuring of the
deregulated telecommunications industry and
possible deregulation and restructuring of the
electric utility industry will have an impact on the
state’s economy. It is too early to know the likely
course of change, but if effective competition
emerges, average prices throughout the west
could fall and inefficient providers would either
reduce their costs or be eliminated by competition
over the long run. The effect on Utah’s economy
will depend upon the direction and magnitude of
the change in Utah's average prices before and
after restructuring. Ultimately, Utah’s tax and
regulatory policies may change and the state’s
telecommunication and electric utility industries
will need to be competitive to be profitable.

International Trade. Utah's involvement in global
markets also contributes to the state’s changing
and diversifying economic structure. In 1996, Utah
exported an estimated $3.6 billion in merchandise
exports, an amount roughly equivalent to 1995,
but nearly double the amount exported in 1990. As
a percent of gross state product, exports
represent 9.3 percent, ranking Utah fourth among
all states in the importance of exports to the
economy. Figure G shows Utah merchandise
exports from 1988 to 1996.

The largest portion of these exports are in primary
metal products and metallic ores. Employment in
these industries has declined from the most
recent peak in 1981. This decline in employment
has made the employment structure of Utah’s
economy more similar to the nation’s, and, in the
process, made Utah less dependent on metal
mining processing as other industries have grown
and emerged. The rise in export value in primary
metal products and metallic ores is primarily
attributable to substantial investments that have
increased productivity and sales even with a
proportionately smaller work force. The success
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of other industries in the global economy such as
scientific instruments (biomed/medical products)
and electronic and industrial equipment have also
contributed to Utah’s increasing economic
diversity and exports.

Another important aspect of international trade
can be the abruptness and severity of change
caused by competition in the world marketplace.
In no instance is this more visible than Utah’s
experience with Micron Technologies, Inc. In
March of 1995, Micron announced that Lehi, Utah
would be the site for their $1.3 billion memory chip
plant. Construction started in late June and by Fall
plans for the facility had increased to $2.5 billion.
In late December, as memory chip prices started
a dramatic plunge, the rapid construction of the
facility was slowed. By February of 1996, nearly
one year after the heralded announcement,

Micron indefinitely postponed construction until a
more favorable market exists. During 1996, they
spent approximately $600 million to build the
outside shell of the facility; today completion of the
facility remains discontinued indefinitely.

Changing Demographic Characteristics. Utah's
population passed the two million mark during
1996. In comparison to other states, Utah is still
relatively small, ranking 34™ among all states in
population size. Although Utah is still relatively
small, the growth, composition, and distribution of
the population is unigue. Utah’s population grows
more rapidly, is younger, lives longer, has larger
household sizes, and is more urban than the
national average. Changes are occurring,
however, as the population becomes older,
household formation becomes less oriented
toward married-couple families, and the
population becomes more racially and ethnically
diverse. Further, the concentration of the
population continues to spread to counties close
to the metropolitan areas and to counties in the
Southwest region of the state.

Growth. During 1996, Utah’s population increased
by 2.2 percent, over two times the national
average of 0.9 percent. In 1996, Utah had
approximately 40,000 births, 11,000 deaths, and
net in-migration of 14,000. This means that

67 percent of the population growth in Utah during
1996 occurred because of the natural increase of
the indigenous population. Despite the dominance
of natural increase in Utah’s population growth,
the robust economic performance of recent years
has also contributed to Utah’s current growth
challenges. Since 1991, approximately 108,000

more people have moved into the state than have
moved away.

Composition. The 1995 median age in Utah of 27
is the youngest in the nation. The national median
age is 34. Utah’s total fertility rate of 2.55 is the
highest in the country and a major factor
influencing the state’s age distribution. Utah’s
young age distribution means that for every 100
Utahns of working age, 13 more persons of non-
working age than the national average must be
supported. As the baby boomers age, the age
composition of both Utah and the nation is
changing. Utah’s median age has increased from
23 in 1980 to 27 in 1995. It is projected to increase
to 30 by the year 2020. The national median age
was 30 in 1980, 34 in 1995, and is projected to
increase to 37 in the year 2020.

The composition of Utah’s population is also
changing in the area of household formation. Utah
households have always been larger and more
likely to be comprised of married couple families
than the national average. Utah’s household size
in 1995 of 3.12 persons per household is the
largest in the nation and compares to the U.S.
average of 2.64. Married-couple families
comprise 65 percent of all Utah households, well
beyond the equivalent national figure of

55 percent. Household formation in Utah is
gradually changing to have a smaller proportion of
married-couple families and married-couple
families with children, and a larger proportion of
single parents and people living alone.

Utah's minority population, as a percent of total
population, is still relatively small. However, the
minority population’s share is gradually
increasing. In 1980, Utah’s White population
comprised 92.7 percent of the total, compared to
89.4 percent in 1994. This gradual shift in the
racial and ethnic composition occurs as minority
populations have higher birth rates and/or have
been migrating at a more rapid pace than non-
minority populations. From 1990 to 1994, Utah's
White population increased by an estimated

8.9 percent, compared to 39.3 percent for
Asian/Pacific Islanders; 37.8 percent for
Hispanics; 30.9 percent for Blacks; and

18.9 percent for American Indians/Alaskan
Natives.

Distribution. Utah's distinction as an urban state
occurs because of the concentration of population
within the four metropolitan counties of Weber,
Davis, Salt Lake, and Utah. Figure H shows the
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top ten most urban states in the country. The U.S.
Bureau of the Census classifies 87 percent of
Utah's population as urban, compared to

75 percent of the nation’s. A person is considered
an urban resident if they live in an urbanized area
(Utah has four: Logan, Ogden, Salt Lake City,
and Provo-Orem) or a city over 2,500 persons.
This means that even though Utah is a western
state with abundant land and open spaces, the
state faces many of the challenges found in urban
settings.

Over the past 25 years, Utah’s urbanization trends
have broadened to include two important areas in
addition to the metropolitan counties: (1) counties
adjacent to the metropolitan areas, and (2)
Southwest Utah. The growth in every county in
relative close proximity to the metropolitan areas
exceeded the state average of 2.2 percent in
1996. These counties, shown with the 1995-1996
population growth rate, are: Cache, 2.3 percent;
Morgan, 2.5 percent; Tooele, 3.2 percent;
Summit, 5.3 percent; Wasatch, 3.4 percent; Juab,
3.7 percent; and Sanpete, 4.0 percent. All of these
counties are becoming increasingly more
integrated into the employment and trade patterns
of the four metropolitan counties.

The Southwest region of the state, dominated by
the two counties of Washington and Iron, has had
the most significant population growth in the state
in recent history. In 1996, Washington County’s
population increased nearly three times faster
than the state average. Iron County’s rate of
population increase nearly doubled the state
average. As these two counties continue to grow,
their contributions to the economy will increase as
well.

Changes in Government. Federal, state, and
local government are all striving to meet the
demands of a steadily changing population and an
evolving economy. At the federal level, the most
important change in terms of its impact on the
Utah economy is the restructuring of federal
military priorities. At the state level, Utah'’s
aggressive public investment plans will alter
future economic performance. And, at the local
level, providing the most basic of public services
such as police, fire, sanitation, water, and roads is
proving to be a challenge in this period of growth.

Federal Government Restructuring. The federal
government has been an important component of
the Utah economy since statehood. This
involvement includes the policies and investments

of the federal government in building railroads,
highways, reclamation projects, national parks
and monuments, forest conservation, and defense
spending. The federal government’s role in the
Utah economy, however, is changing substantially
as the federal government attempts to slow or
eliminate the growth in deficit spending and
operate in a post-cold war era. The federal
government’s shifting of important responsibilities
to states will also impact Utah’s economy.

The restructuring of the federal government is
reflected in both federal employment and defense
spending in Utah. Federal government
employment has dropped from 40,139 in 1990 to
31,500 in 1996 as shown in Figure |. From 1990 to
1994 federal government employment declined
more in Utah (13.4 percent) than in any other state
except Maine (19.1 percent). Federal defense-
related spending in Utah has also declined. In
1987, defense spending in Utah amounted to
almost 8.0 percent of gross state product. By
1995, the defense industry’s contribution to state
output was less than half the 1987 amount. These
magnitudes of change simply could not have been
absorbed by the economy without significant pain,
were it not for the dramatic job creation in other
areas of the Utah economy.

Infrastructure Investment. Utah’s rapid population
growth has placed significant pressures on state
and local governments to provide services and
plan for the future. State government is well
positioned to meet these challenges because of
the state’s triple A bond rating, which reduces
interest costs, and the favorable growth in tax
collections that coincide with the state’s current
economic expansion. Since federal aid as

a percent of total local government revenues has
been declining steadily for over a decade, local
government is struggling to pay for the increased
demand for services related to growth.

The state has ambitious plans for investment in
transportation, water, and corrections
infrastructure. The focal point of this investment is
transportation. Utah’s Centennial Highway Fund
will be used to build or rebuild many of Utah’s
highways and a federal interstate over the next ten
years. These projects will be among the largest,
most ambitious state infrastructure investments
ever. The largest component, the reconstruction of
the portion of Interstate 15 that crosses through
the center of the Salt Lake City metropolitan area,
is currently the largest freeway reconstruction
project anywhere in the country. It encompasses
all pavements and nearly every structure and
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interchange from 5" North to 108" South, a 16
mile stretch in Utah’s most densely populated
county. The expansion will result in five lanes in
each direction. Several parallel street
improvements and installation of an advanced
traffic management system are also part of the
project’s scope. The reconstruction is scheduled to
take place over four-and-one-half years, with
construction beginning in April 1997 and ending in
October 2001. The final product will carry a

$1.3 billion price tag.

The Legacy Highway, which would parallel
Interstate 15 from Box Elder County to Juab
County, and the extension of the Bangerter
Highway, are two other large projects proposed to
be largely funded from the Centennial Highway
Fund over the next 10 years. The total cost of all
the projects expected to be paid for from the
Centennial Fund total $2.6 billion and involve
projects in every county of the state.

These large public investments will have both
short- and long-term economic implications. Over
the long run, investment in transportation
infrastructure is critical to the competitiveness of
the Utah economy. In the short run, the economy
will be stimulated by the inflow of the anticipated
federal money and bonding which will be used for
construction. The invigorating effect of this
investment will be tempered by the increase in
transportation costs caused by higher congestion
during the construction period.

Outlook

Utah’s current economic prosperity should
continue in 1997. Utah’s young and educated
work force, strong work ethic, and low business
costs help businesses succeed in Utah.
Government has also successfully kept business
taxes low and fostered a reasonable regulatory
environment. The substantial infrastructure

investments slated to occur during next year, and
subsequently, will benefit the state’s economy.

Perhaps the most important feature of the 1997
forecast is the prognosis for Utah’s current
construction boom which is in its sixth year of
double-digit employment growth rates. The State
Economic Coordinating Committee expects
construction to remain at historically high levels in
1997. Construction projects of $25 million or more
that will proceed or begin in 1997 include such
large projects as the reconstruction of Interstate
15, completion of the Bangerter Highway, Light
Rail, Snowbasin Ski Resort, Kennecott Tailings
Project, the State Courts Complex, Huntsman
Cancer Institute, Orem Medical Center, and the
Central Utah Project. Growth in residential
construction is expected to decline in 1997, largely
because of less net in-migration, less developable
land, and growth restrictions.

While economic growth is expected to slow
slightly in 1997, the positive features of the current
expansion should more than offset the down-side
risks. These risks include continued federal
budget and employment cutbacks, building
moratoriums and restrictions, lower net in-
migration, and a tighter labor market. Less
affordable housing, higher apartment and
commercial rents, and an improved economic and
business climate in California will also dampen
economic activity in Utah in 1997.

The State Economic Coordinating Committee
expects employment to grow at about 4.2 percent
in 1997. Population is forecast to increase at

2.1 percent; total wages, 8.5 percent; and
personal income, 7.8 percent. Average wages are
expected to grow faster than inflation for the third
consecutive year. Figure J illustrates the Utah
forecast for key indicators. Table A provides the
short-term outlook for Utah and the nation.
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Table A
4 2L

1994 1995 1996 1997 % CHG % CHG % CHG
U.S. and Utah Indicators Units Actual Actual Estimates Forecast 1994-95 1995-96 1996-97
PRODUCTION AND SPENDING
U.S. Real Gross Domestic Product Billion Chained $92 6,608.7 6,742.9 6,898.0 7,049.7 20 23 22
U.S. Real Personal Consumption Billion Chained $92 44732 45779 4,687.8 4,790.9 23 24 22
U.S. Real Fixed Investment Billion Chained $92 921.1 975.9 1,040.3 1,107.9 59 6.6 6.5
U.S. Real Defense Spending Billion Chained $92 337.0 319.6 313.8 301.6 52 -1.8 -3.9
U.S. Real Exports Billion Chained $92 712.0 775.4 818.8 868.0 89 5.6 6.0
U.S. Industrial Production Index 1987=100 118.1 122.0 125.5 128.8 3.3 29 2.6
Utah Coal Production Million Tons 24.4 25.1 27.3 28.0 2.6 9.1 25
Utah Qii Production Million Barrels 20.7 20.0 19.2 18.4 -3.3 -4.0 -4.0
Utah Natural Gas Production (Sales) Billion Cubic Feet 161.0 164.1 180.1 189.8 19 9.8 54
Utah Copper Production Miilion Pounds 683.6 650.0 626.0 660.0 -4.9 -3.7 5.4
SALES AND CONSTRUCTION
U.S. New Auto and Truck Sales Millions 15.0 14.7 15.0 147 -2.0 2.0 -2.0
U.S. Housing Starts Millions 1.45 1.36 1.47 1.43 -6.2 8.1 -2.7
U.S. Residential Construction Billion Dollars 287.7 289.8 3107 3243 0.7 7.2 4.4
U.S. Nonresidential Structures Billion Dollars 180.2 199.7 210.1 221.2 10.8 5.2 53
U.S. Retail Sales Billion Dollars 2,227.8 23422 2,464.0 2,609.4 5.1 5.2 5.9
Utah New Auto and Truck Sales Thousands 75.9 77.6 81.5 856 2.2 5.0 5.0
Utah Dwelling Unit Permits Thousands 19.7 21.6 235 20.0 9.6 8.8 -14.9
Utah Residential Permit Value Million Dollars 1,730.1  1,854.6 2,100.0 1,900.0 7.2 13.2 9.5
Utah Average Unit Value Thousands 87.8 85.9 89.4 95.0 -2.2 4.1 6.3
Utah Nonresidential Permit Value Million Dollars 7722 832.7 1,000.0 900.0 7.8 201 -10.0
Utah Taxable Retail Sales Million Dollars 12,097 13,080 14,623 15,541 8.1 11.8 6.3
Utah Taxable Business Purchases Miilion Dollars 5,590 6,218 6,807 6,937 11.2 8.5 1.9
Utah Taxable Services Million Dollars 2,802 3,205 3,727 4,164 14.4 16.3 11.7
Utah Total Gross Taxable Sales Million Dollars 21,527 23,609 26,231 27,886 9.7 11.1 6.3
DEMOGRAPHICS AND SENTIMENT
U.8. Fiscal Year Population (BEA) Millions 260.3 262.8 265.1 267.5 0.9 0.9 0.9
U.S. Consumer Sentiment of U.S. 1966=100 92.2 93.7 94.3 95.7 1.7 0.7 1.5
Utah Fiscal Year Population Thousands 1,916 1,959 2,002 2,044 2.2 2.2 2.1
Utah Fiscal Year Net Migration Thousands 228 15.0 13.9 13.0 na na na
Utah Consumer Sentiment of Utah 1966=100 106.1 105.9 105.3 106.8 -0.1 -0.6 15
PROFITS AND RESOURCE PRICES
U.S. Corporate Profits Before Tax Billion Dollars 531.2 598.9 615.7 637.2 12.7 2.8 3.5
U.S. Domestic Profits Less Fed. Reserve Billion Dollars 436.0 4723 501.6 520.2 8.3 6.2 3.7
U.S. Oil Refinery Acquisition Cost $ Per Barrel 15.5 17.2 20.2 19.9 109 17.4 -1.7
U.S. Coal Price Index 1982=100 96.7 95.0 95.2 96.1 -1.8 0.2 1.0
Utah Coal Prices $ Per Short Ton 20.1 19.1 18.8 19.1 -4.8 -1.9 1.7
Utah Oil Prices $ Per Barrel 16.1 17.1 19.9 20.3 6.0 16.4 2.0
Utah Natural Gas Prices $ Per MCF 1.53 1.14 1.35 1.38 -255 184 22
Utah Copper Prices $ Per Pound 1.07 1.35 0.96 1.00 26.2 -28.9 4.2
INFLATION AND INTEREST RATES
U.S. CPI Urban Consumers (Not S.A)) 1982-84=100 148.2 152.4 156.8 161.2 2.8 29 2.8
U.S. GDP Chained Price Indexes 1892=100 104.9 107.6 109.9 112.7 2.6 2.1 2.5
U.S. Federal Funds Rate Percent 4.20 5.84 5.29 4.98 na na na
U.S. Bank Prime Rate Percent 714 8.83 8.27 8.02 na na na
U.S. Prime Less Federal Funds Percent 2.94 2.99 2.98 3.04 na na na
U.S. Prime Less CPI-U Percent 4.54 6.00 5.37 5.22 na na na
U.S. 3-Month Treasury Bills Percent 4.25 5.49 5.01 4.82 na na na
U.S. T-Bond Rate, 30-Year Percent 7.37 6.88 6.74 6.37 na na na
U.S. Mortgage Rates, Fixed FHLMC Percent 8.4 8.0 7.8 7.3 na na na
EMPLOYMENT AND WAGES
U.S. Establishment Employment (BLS) Millions 114.2 117.2 119.5 1216 27 2.0 1.7
U.S. Average Annual Pay (BLS) Dollars 26,939 27,845 28,886 29,703 34 3.7 2.8
U.S. Total Wages & Salaries (BLS) Billion Dollars 3,075 3,263 3,453 3,612 6.1 58 4.8
Utah Nonagricultural Employment (DES) Thousands 859.6 907.9 955.8 995.7 5.6 53 4.2
Utah Average Nonagriculture Wage (DES) Dollars 22,408 23,236 24190 25,188 3.7 4.1 4.1
Utah Total Nonagriculture Wages (DES) Million Dollars 19,262 21,096 23,121 25,080 9.5 9.6 8.5
INCOME AND UNEMPLOYMENT
U.S. Personal income (BEA) Billion Dollars 5,740 6,098 6,427 6,710 6.2 54 4.4
U.S. Unemployment Rate Percent 6.1 5.6 54 55 na na na
Utah Personal Income (BEA) Million Dollars 32,940 35,577 38,423 41,421 8.0 8.0 7.8
Utah Adjusted Gross Income Million Dollars 24,212 26,507 29,094 31,409 9.5 9.8 8.0
Utah Unemployment Rate Percent 3.7 3.6 3.4 35 na na na

Sources: Revenue Assumptions Committee and Economic Coordinating Committee.
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®@ Section Highlights

Economic Outiook

National Outlook. The current six-year U.S.
economic expansion is expected to continue in
1997. Inflation pressures are expected to remain
subdued and the rate of inflation should be in the
2.5 percent to 2.8 percent range. Short-term
interest rates should be relatively stable and long-
term rates are expected to decline. Job creation is
expected to remain stable with an anticipated
growth of 1.7 percent. The unemployment rate is
forecast to be 5.5 percent, a rate very similar to
1996. Regional economic performance is
expected be more balanced than in the past.
Overall growth, as measured by real gross
domestic product, is forecast to be 2.2 percent.

Utah Outlook. The Utah economic outlook
remains positive. Employment is forecast to
increase 4.2 percent, marking a full decade of job
growth rates of 3.0 percent or higher. The average
wage is expected to increase faster than inflation
in 1997 for the third consecutive year. Wages,
personal income, net migration, and population
are all expected to show solid growth.
Construction should remain strong due to low
office, industrial, and apartment vacancy rates;
high hotel occupancy rates; new business and
government projects; and continued net in-
migration. Economic growth is expected to slow
slightly from 1996 levels in 1997 because of
federal cutbacks; lower net in-migration; a tighter
labor market; a less affordable housing market;
and an improved economy and business climate
in California.

Utah’s Long-Term Projections. The
demographic attributes that have characterized
Utah in the past (the youthful and rapidly growing
population) are projected to continue well into the
next century. The relative strength of the economy
is expected to continue as well. Although there will
be some convergence with national demographic
and economic trends, Utah’s population and
employment growth rates are projected to
continue to out-pace those of the nation for the
1997 through 2020 period. Utah’s population,
which was 2.0 million in 1996, is projected to
reach 3.3 million by the year 2020, a 65.0 percent
increase. This rate of population growth will be
sustained by a rapid rate of natural increase and a
strong and diversified economy. The majority of

the 1.3 million new Utahns will reside on the
Wasatch Front. The most rapid rates of growth
are expected in the counties in Southwestern
Utah, and in Grand County, Summit County and
Wasatch County.

Economic Development Activities

Utah has a variety of community and economic
development programs that are structured to meet
today’s challenges and opportunities. While
industry targeting and company recruitment
remain key economic development activities, the
related functions of community and infrastructure
planning and development are receiving
heightened attention and resources.

Economic Indicators

Demographics. Utah’s population surpassed

2 million during 1996. Utah’s population grows
more rapidly, lives longer, is younger, has larger
household sizes, and is more urban than the
nation as a whole. During 1996, the population
increased 2.2 percent. This growth was the result
of 40,000 births, 11,000 deaths, and 14,000 net in-
migration. Washington County continues to lead
the state in the rate of population increase with a
growth rate in 1996 of 6.4 percent. Utah’s
population is becoming increasingly more racially
and ethnically diverse. In 1980, Utah’s white
population comprised 92.7 percent of the total
population, compared to 89.4 percent in 1994, the
year of most recent estimates. Utah ranks as the
sixth most urban state with a population density of
24.4 persons per square mile.

Employment, Wages, Labor Force. In 1996,
Utah added 48,000 new nonfarm jobs for a growth
rate of 5.3 percent. This is the fourth consecutive
year of job growth rates over 5.0 percent. The
state’s nonfarm job growth rate more than
doubled the U.S. average. The 1996
unemployment rate of 3.4 percent is the lowest
level in four decades. Construction registered the
highest growth rate of any major industry,
increasing by 11.9 percent. Mining was the only
major industry to experience employment
declines. The average Utah wage increased faster
than inflation again in 1996.
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Personal Income. Utah's 1996 total personal
income is forecast to be $38.4 billion, up

8.0 percent from the 1995 total. The state’s 1996
total personal income increased considerably
faster than the forecasted U.S. growth of

5.4 percent. Utah's per capita personal income is
estimated to be $19,300 in 1996. From 1990 to
1996, Utah's inflation-adjusted per capita income
has increased by about $2,600, compared to a
$1,300 increase for that of the nation's. Utah's per
capita personal income ranks 46th among the
states, but Utah's relative ranking improves
considerably when adjusting for the young
population.

Gross State Product. Utah's 1996 gross state
product is estimated by Regional Financial
Associates to be $50.7 billion. The most recent
estimate of gross state product for Utah released
by the U.S. Bureau of Economic Analysis is for
1992 and shows Utah at $35.6 billion.

Gross Taxable Sales. Utah’s gross taxable sales
are estimated to have increased by 11.4 percent
in 1996. This growth continues an eight-year trend
of growth in excess of inflation. Estimates for
1996 for the growth rates for the major
components of gross taxable sales are

11.8 percent for retail; 9.5 percent for business
investment; and 16.3 percent for services. These
high rates of growth stem from Utah'’s current
construction boom; construction of the partially-
completed and now-on-hold Micron Technology
Inc.’s microchip plant; aggressive purchasing by
Utah consumers; and robust business investment
due to the low cost of capital relative to labor, the
flow of capital from stock market growth, and the
pressures to invest to increase productivity in a
global marketplace.

Tax Collections. Fiscal year 1997 revenues are
anticipated to grow in inflation-adjusted terms by
3.1 percent. This growth rate is lower than the
average annual constant dollar rate of 3.9 percent
for fiscal years 1980 through 1997. The major
reasons for lower revenue growth are the tax cuts
that were passed in the 1994, 1995, and 1996
general and special legislative sessions. These
cuts amount to $270.3 million less revenue on an
annualized basis in FY1997. These tax cuts
include reductions in the state’s sales, income,
and state-mandated property taxes.

At the end of FY1996, the state’s Budget Reserve
Account had a balance of $71.8 million. State
appropriations are limited by a formula that

reflects the average changes in personal income
and combined changes in population and inflation.
The Governor’s budget recommendations and the
final appropriations enacted by the Legislature
have been in strict compliance with this law since
its inception in FY1989.

International Merchandise Exports. The value
of Utah's 1996 international merchandise exports
is estimated to be $3.6 billion. The value
decreased slightly in 1996 from the record year in
1995. Utah's largest merchandise export
industries are primary metals, metallic ores,
electrical equipment, and transportation
equipment. Utah’s largest markets for
merchandise exports are in eastern Asia, Canada,
and Europe.

Prices, Inflation, and Cost of Living. The pace
of inflation remained highly favorabie in 1996.
Throughout 1996, the year-to-year consumer price
index varied between 2.7 to 3.4 percent, for an
average annual increase of 2.9 percent. The gross
domestic product chain-type price deflator
increased 2.1 percent in 1996. Utah's cost-of-
living index in selected cities remained near the
national average. The second quarter 1996
composite index (national average equals 100) for
Salt Lake City was 96.9; Provo-Orem, 102.3;
Cedar City, 94.7; St. George, 103.7; and Logan,
106.2.

Social Indicators. A variety of social indicators
such as crime levels, educational attainment, vital
statistics and health, poverty, public assistance,
and home ownership portray useful information
about Utah’s quality of life and social well-being.
Judgements about Utah’s performance in these
areas can be highly subjective and difficult to
analyze. In state-to-state comparisons that are
usually based on a composite of indicators by
nationally recognized entities, Utah is generally
portrayed as a great place to live and conduct
business. Individual indicators also show areas for
improvement.

Regional/National Comparisons. The 1990s
have been a period of sustained economic growth
for the Mountain Division. The Mountain Division
is in the midst of a five-year economic boom and
leads the nation in economic vitality and growth. In
1995, among the eight mountain states, Utah
ranked second in nonfarm employment growth,
fifth in population growth, fourth in average annual
pay as a percent of the U.S. average, and third in
personal income per household.

16 Economic Report to the Governor



Industry Focus

Agriculture. Agricultural production in Utah
during 1996 was impacted by the highest grain
prices in more than a decade, a drought in the
southern portion of the state, low beef prices, and
the activities at the Circle Four Farms facilities in
Beaver County. The entire agricultural industry,
both locally and nationally, is entering a period of
uncertainty because of the passage of the 1996
farm bill, formally titled the Federal Agricultural
improvement and Reform Act of 1996. The act
will phase out government subsidies and allow the
forces of supply and demand to dictate which
commodities are produced. A much greater
emphasis will be placed on exporting agricultural
products. The full impact of this legislation is only
beginning to be known. Other important
agricultural issues include the financial stress
faced by beef operators in some counties of the
state and the preservation of land for farming and
open space.

Construction and Housing. The value of
construction rose 13.5 percent to $3.5 billion in
1996 compared to $3.1 billion in 1995. Both
residential and nonresidential construction
reached record levels during 1996 with $2.1 billion
in residential construction value and $1.0 billion in
nonresidential construction value being permitted.
New dwelling unit permits reached a record level
of 23,500. Population growth enhanced by net in-
migration, strong economic and job growth, low
vacancy rates, and low mortgage interest rates, all
contributed to this record year. Several large
projects contributed to the record year in
nonresidential construction. These include
projects such as the $34.8 million library at
Brigham Young University; the $27 million
American Stores office tower; the $24.7 million
Prime Option office building; and the $75 million
Courts Complex.

Housing prices in Utah over the past five years
and in the most recent 12-month period have
increased faster than any other state. From 1991
to 1996, Utah’s house price index, as published by
the Office of Federal Housing Enterprise
Oversight, increased by 72.7 percent. The house
price index is derived from repeat mortgage
transactions on single-family homes whose
mortgages have been purchased by the Federal
National Mortgage Association and the Federal
Home Loan Mortgage Corporation. The median
sales price of an existing single family home in the
third quarter of 1996 was $123,100 in Utah and

$120,500 for the national average. Home
ownership in Utah in 1995 ranked seventh highest
in the nation at 73.1 percent.

Defense/Aerospace. Utah continues to be
negatively impacted by declining defense
spending. In 1987, direct defense spending in
Utah amounted to almost 8.0 percent of gross
state product. By 1995, direct defense spending
fell to just under 4.0 percent of gross state
product. The worst of the defense cuts appear to
be over for Utah.

Energy and Minerals. The value of Utah energy
production is estimated to be $1.1 billion in 1996.
Coal, valued at $512.6 million, ranks first in value
among Utah’s primary energy resources and
accounts for 45 percent of the total value of all
energy produced. Coal production reached an all
time high of 27.3 million tons in 1996. Utah's coal
industry is currently benefitting from increased
demand because of the requirements of the Clean
Air Act, extremely high productivity, and higher
demand from both Pacific Rim countries and the
electric utilities in the eastern United States. The
value of crude oil production and net natural gas
sales are estimated to be $381.8 million and
$243.1 million, or about 34 percent and

21 percent, respectively, of the total value of
energy produced in Utah.

The value of mineral production in 1996 is
estimated to be $2.3 billion, a decrease of more
than $200 million from 1995. Base metals
comprised $1 billion of the total, coal,

$512.6 million; industrial minerals, $433 million;
and precious metals, $331 million. Utah ranks
fourth among states in the value of nonfuel
minerals produced. In terms of the value of
production compared to other states, Utah ranks
first in beryllium and gilsonite; second in potash
and copper; third in gold, magnesium, and
molybdenum; fourth in phosphate rock; sixth in
salt; 11th in oil and gas; and 14th in coal.

High Technology. Utah has developed a
remarkably solid high tech base over the past ten
years. By year-end 1995, 473 high technology
companies employing 40,603 workers were
located throughout the state. The majority of these
companies are privately-held, headquartered in
Utah, and located along the Wasatch Front. Most
employ fewer than 25 people. The largest
components of Utah’s high tech sector are
software, aerospace, electronics,
biomedical/medical, and automotive products.
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Tourism, Travel, and Recreation. In 1996,
travelers spent approximately $3.8 billion in the
Utah economy. This spending supported 91,000
jobs and contributed $276 million in state and
local taxes. Over 16 million visitors came to Utah
in 1996. Visitation at national parks increased an
estimated 6 percent during the past year. Utah’s
hotel occupancy rate is approximately 74 percent.
During the 1995-1996 ski season, 2.95 million lift
tickets (adjusted for season pass holders) were
sold, Utah’s second best ski year ever in terms of
skier visits. The designation of the 1.7 million-acre
Grand Staircase-Escalante National Monument
was a notable event during the year, and Utah
continues to prepare for hosting the Winter
Olympics in 2002.

Special Topics

Population and Urbanization Trends in Utah.
Since 1940, Utah’s population has grown at an
annual rate of 2.3 percent, while the U.S.
population increased by an annual average rate of
1.3 percent. Salt Lake County has accounted for
the largest portion of Utah’s population growth

since 1940, followed by Utah and Davis Counties.

This concentration along the Wasatch Front has
made Utah the sixth most urban state in the
nation. Utah’s urban areas are broadening to
include counties adjacent to the Wasaich Front
and in Southwest Utah. As Utah's population
continues to urbanize, state and local
governments will need to make the necessary
infrastructure investments to accommodate
growth and cooperate more effectively to prevent
Utah'’s urban areas from deteriorating like so
many others in the nation.

Electric Utility Restructuring. Competitive entry
at the generation stage and in the wholesale
market for electricity has provided an inroad to
competitive electricity markets. These changes
are occurring because of institutional changes
implemented by the federal government. The full
impact of these changes is yet to be determined.
The Utah Public Service Commission has a
formal proceeding underway to examine the
issues associated with competition in electricity
markets. 8
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1996: The Expansion Continued

Despite periods of political, economic, and global
uncertainty, the U.S. economy registered another
year of solid performance in 1996. The U.S.
expansion entered its sixth year early in 1996,
overcoming a series of federal government and
winter weather shutdowns. Eventual compietion of a
piecemeal U.S. budget agreement restored
confidence among consumers and financial market
players. Following a vigorous 3.4 percent inflation-
adjusted (real) annualized growth pace during the
first half of the year, U.S. economic performance
slowed in the second half of 1996.

A key factor impacting financial market activity
throughout 1996 was the fear that continued
economic growth and tightening labor markets
would lead to a resurgence of inflation. As the year
progressed and measures of consumer, producer,
and wage inflation remained in check, inflationary
concerns subsided. The fast pace of job creation
exhibited in the first half of 1996 cooled to a more
sustainable rate later in the year. While the U.S.
unemployment rate moved to the “full employment”
range below 5.5 percent, the lower rate had only
limited effect on labor costs/availability in most
areas of the country.

Following a period of political uncertainty, the
November election results confirmed that the power
balance between the Republican Congress and
Democratic Administration would continue. This
result suggested that fiscal policy changes would be
incremental and have only limited impact on overall
economic performance. As politics moved out of the
spotlight and the mix of economic growth/inflation
reports remained positive but not alarmingly strong,
financial markets exhibited a renewed confidence.
The Dow Jones Industrial Average advanced to
record highs, surpassing 6,500 in late November.
Long-term interest rates moved steadily lower
toward year end, helping to sustain consumer
purchasing power and business investment activity.

The 1997 Outlook—Another Year of Growth

The U.S. economy is weli-positioned for a healthy
performance in 1997. Stability and fiscal restraint
arising from the power split between the legislative
and executive branches should contribute to real
economic growth of 2.2 percent for the year. This
pace compares to a solid 2.3 percent real growth
rate during 1996, a modest 2.0 percent real growth
rate during 1995 and a strong 3.5 percent real
growth rate during 1994 (Figure 1). Major

components of Gross Domestic Product—personal
consumption and business investment—are likely to
continue growing at rates of 2.2 percent and

6.5 percent, respectively. The possibility of a
recession is remote.

“Full” Employment to Continue

Solid job creation during the first three quarters of
1996 gave way to less robust job market
performance toward the end of the year. For 1997,
the pace of job creation should ease slightly to

1.7 percent average annual employment growth
(Figure 1). The U.S. should continue to add jobs as
growth continues to occur in both low-skill, low-wage
and high skill, high wage occupations. Education
and ongoing training remain vital to obtaining and
retaining quality jobs. Unemployment nationwide
shouid remain low, averaging near 5.5 percent for
1997.

More Good News on Inflation

While inflation paranoia occasionally gripped
financial markets in 1996, consumer inflation
pressures remained under control. Data for the third
quarter of 1996 indicated an actual moderation in
employment costs. In a majority of industries,
tremendous domestic and global competition limited
pricing power. As a result, companies will be under
additional pressure to reduce operating costs.
Consumer inflation is expected to be 2.8 percent
into 1997 (Figure 1). Internationally, modest
economic performance and enormous competitive
pressures should lead to additional declines in
global inflation during 1997 as global economic
performance improves, but at a moderate rate.

Limited Consumer Buying Power

Consumer spending showed signs of softening in
the second half of 1996. Impacted by high levels of
consumer debt and modest income growth, many
Americans chose to take a breather from the
expansive shopping spree of the past several years.
Both retailers and consumers—as evidenced by a
decline in selected consumer confidence levels late
in 1996—have become a bit more cautious about
future spending. Lower interest rates, however,
should counter any major contraction in consumer
spending. U.S. retail sales are expected to grow
roughly 5.9 percent in 1997, compared to

5.2 percent in 1996.
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Favorable Interest Rates

The decision of the Federal Reserve to keep
monetary policy on hold throughout 1996 proved to
be a good choice. Economic slowing late in 1996,
combined with additional signs of only minimal
inflation, created a winning combination for lower
intermediate and long-term rates. The Federal
Reserve is expected to leave policy unchanged in
early 1997, but will be willing to tighten monetary
policy if any legitimate signs of inflation become
evident later in the year.

Economic slowing during the second half of 1996
allowed long-term rates to decline from the highs of
Summer 1996. Additional modest declines are
expected in the coming months if the current
combination of modest growth and low inflation
continues, with 30-year fixed-rate mortgages
moving below 7.5 percent in 1997. A new round of
mortgage refinancing will likely take hold.

U.S. Regional Performance More Balanced
More regional balance is expected across the U.S.

in terms of economic performance than at any time
since the late 1970s. The Mountain States economy

will slow modestly, but continue to lead the way.
Improving fortunes are expected in the Northwest
and in California. The Midwest and the South will
remain solid. The Northeast is showing modest
signs of improvement.

In Summary

The current six-year U.S. economic expansion will
continue into 1997 with a modest level of
performance. Employment markets should be
characterized by stable job creation and low
unemployment. Inflation pressures will likely be
subdued over the forecast period, as consumer
reluctance to pay higher prices and global
competition interact to hold down price increases.
Short-term interest rates should be relatively stable,
with possibie additional declines in long-term rates.
Regional economic performance is expected to be
more balanced than in earlier years, while the global
economy may be slightly more prosperous. Overall,
U.S. economic performance in 1997 should grow
modestly, avoiding recession into 1998. %3
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Source: Utah State Economic Coordinating Committee.

Table 1

Non-Ag
Year Employment GDP CPI
1993 2.0% 2.3% 2.7%
1994 3.1% 3.5% 2.7%
1995 2.7% 2.0% 2.8%
1996 2.0% 2.3% 2.9%
1997 1.7% 2.2% 2.8%

Source: U.S. Department of Commerce, Bureau of Labor Statistics.
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The Utah economic outlook remains positive. A
perspective on this favorable prognosis can be
gleaned by considering key economic indicators
during the past ten years and currently. In addition
to economic indicators, the issues of annual pay and
business costs; housing affordability, prices, and
ownership; and vacancies are also significant. The
near-term outlook draws from the analysis of the
past and current indicators and other significant
issues to forecast strong, above-average growth in
1997.

The Previous Ten Years

Employment. Total nonagricultural job growth in
Utah increased 50.7 percent over the past ten years
for an average annual growth rate of around

4.2 percent. This surpasses Utah's average yearly
growth rate since 1950 of about 3.5 percent. By
comparison, job growth in the nation from 1986 to
1996 was 20.4 percent, for an average of about

1.9 percent per year. Thus, Utah's total percentage
increase in job growth was roughly two-and-one-half
times that of the nation over this time period.

Structural Changes in Employment. The economy is
composed of the private sector and the public

(government) sector. The private sector in turn is
further made up of goods-producing industries
(mining, construction, and manufacturing), and
services-producing industries (transportation,
communications, and public utilities; wholesale and
retail trade; services; and finance, insurance, and
real estate).

From 1986 to 1996 both the private and public
sectors in the state expanded. Utah added about
321,700 jobs from 1986 to 1996, 92 percent of this
growth (296,900 jobs) occurred in private-sector
industries. Annual growth in private-sector jobs
averaged 4.8 percent over the past ten years.

Private employment increased from 77.7 percent of
total jobs to 82.6 percent from 1986 to 1996. By
comparison, private employment only made up
70 percent of total employment as recently as 1967.

Goods-Producing Industries. Goods-producing
industries as a percentage of total employment
remained unchanged at 20.8 percent in 1986 and
1996. This compares to a high of 29.8 percent in
1962, and a low of 19.5 percent in 1992. It should be
noted that the base year, 1986, was a year in which
mining, construction and durable manufacturing all
contracted significantly. The closures of Geneva

Steel (August 1986 to September 1987) and
Kennecott Copper (September 1985 to June 1987),
as well as depressed oil prices contributed to this
downturn.

Construction employment increased from

5.1 percent of total employment in 1986 to

6.4 percent in 1996—after hitting a record low (since
1950) of 3.7 percent in 1989. Construction added
29,100 jobs during this period. Construction
employment has grown for each of the last eight
years (a total of 36,300 jobs were added since
1988). Construction growth has exceeded

10 percent for each of the past six years (every year
beginning with 1991).

Manufacturing gained 37,400 jobs from 1986 to
1996, an increase of 40.6 percent. Nonetheless,
manufacturing decreased from 14.5 percent of total
employment to 13.5 percent over this ten-year
period. Manufacturing employment actually grew
faster (at 6.2 percent) in 1995 than total
nonagricultural employment (at 5.6 percent). Mining
remained stable at 7,800 jobs in 1986 and 1996.
Still, mining decreased from 1.2 percent of total
employment to 0.8 percent. In contrast, mining
made up 6.9 percent of total employment in 1957.

Services-Producing Industries. Services-producing
industries increased from 56.9 percent in 1986 to

61.8 percent of total employment in 1996. Retail
trade grew at an average annual rate of 4.6 percent
over the past ten years, and is estimated to have
gained 66,100 jobs, increasing from 18.3 percent to
19.1 percent of total employment. Services gained
around 117,500 jobs and increased from

21.7 percent of total employment in 1986 to

26.7 percent in 1996. During this period, annual
growth in services averaged 6.4 percent, the highest
growth rate for all industries except for construction
which averaged 6.6 percent.

Public Sector. Governments added about 24,800
jobs but decreased in the share of total jobs from
22.3 percent in 1986 to 17.4 percent in 1996. Local
government added 19,900 jobs over this period, but
declined from 10.0 percent of total jobs to

8.7 percent. State government added 13,800 jobs,
however, its percent of total employment declined
from 6.0 percent 1o 5.4 percent.

Federal employment actually decreased by 8,900
jobs, due to defense cut-backs that began in 1991,
and declined from 6.4 percent of total employment
to only 3.3 percent. During this period, annual
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growth in federal government jobs declined an
average of 2.4 percent per year, the lowest growth
rate for all industries. According to State Policy
Reports, between December 31, 1980 and 1994
federal employment declined more in Utah

(13.4 percent) than in any other state except Maine
(19.1 percent).

Real Per Capita Income. Utah's population grew
19.8 percent, while the nation’s population only grew
10.4 percent, from 1986 to 1996 according to the
U.S. Bureau of the Census. Consumer-price (CPI-U)
inflation-adjusted personal income grew even faster
in Utah (41.6 percent) than in the nation

(23.6 percent) over this time period. Consequently,
the Utah economy grew more than the national
economy as measured by inflation and population-
adjusted (real per capita) personal income growth
from 1986 to 1996. Real per capita (inflation and
population-adjusted) personal income grew

18.2 percent from $16,313 to $19,289 in Utah;
whereas, it only grew 11.9 percent from $21,660 to
$24,243 nationwide (in 1996 dollars).

Utah's real per capita income was 75.3 percent of
the nation’s in 1986, by 1996 it was 79.6 percent.
Real per capita income in Utah as a percent of the
nation’s showed a record low of 73.0 percent in
1989. Since then it has increased steadily for each
of the last seven years.

Real per capita income in Utah should remain
considerably below the national average in the
foreseeable future due to the large percentage of
the population comprised of individuals below the
age of 18 and over the age of 64. Most recent
(1995) Bureau of the Census data shows that each
100 of Utah's working-age population (those 18 to
64) had to support 13 more dependents than each
100 of the nation's working-age population.

Average Annual Pay. Although real per capita
income increased over the past ten years, average
annual pay in Utah, adjusted for CPI-U inflation,
decreased 3.8 percent from $25,559 to $24,595 in
1996 dollars, as measured by the U.S. Bureau of
Labor Statistics (BLS). By comparison, national
inflation-adjusted, average annual pay increased
1.1 percent from $28,568 to $28,875 according to
BLS data for persons covered under unemployment
insurance laws. The growth in inflation-adjusted,
average-annual pay in Utah decreased in part due
to more part-time and dual-job workers, less
unionization, and more entry level (younger)
workers in Utah than in the nation.

The median age of Utah’s population is 26.8 years
and is the lowest in the nation (the national median
age is 34.3). According to State Policy Reports and
Regional Financial Associates, only four states had

lower union membership in 1995 than Utah, as
measured by the percentage of private sector
workers. A November 1996 study by Regional
Financial Associates showed that states with high
union membership had substantial wage premiums
that deterred empioyment growth in those states.

Recent Conditions

Employment. Total nonagricultural employment in
Utah grew 5.6 percent in 1995. This was moderately
lower than the 6.2 percent of 1994. Most of the
growth in 1995 came from the private sector at

6.6 percent, compared to 1.4 percent for the public
sector. Employment growth slowed slightly in 1996
to 5.3 percent with private-sector growth of

6.1 percent and government growth of 1.5 percent.
Even with slower employment growth, the
unemployment rate declined from 3.6 percent in
1995 to 3.4 percent in 1996. The unemployment
rate was 2.9 percent in August 1996 (the lowest
recorded in 42 years).

Industries with growth rates above the 5.3 percent
average for 1996 include construction at

11.9 percent; finance, insurance and real estate at
7.2 percent; and, services at 7.2 percent. All other
industries grew at or below the 5.3 percent rate.
Only mining and federal government employment
showed losses in employment at -3.7 percent and
-1.3 percent respectively.

Income. Average pay in 1996 in Utah grew faster
than CPI-U inflation for the second consecutive year
in a row. The average wage adjusted for inflation
increased 1.2 percent in Utah in 1996. By
comparison, the growth in the national average
wage also grew faster than inflation over the past
two years, but not as fast (0.8 percent) as wage
growth in Utah.

New Firm Openings and Expansions. New firm
openings and major expansions of existing firms
with 100 or more workers in 1996 included, but were
not limited to: TheraTech, American Pacific,
Paradigm Medical, Fingerhut, Packaging Corp. of
America, McDonnell Douglas, Smithfield Foods,
American Stores, Paragon Steakhouses, Certified
Vacations, Dannon, Roadway Packaging System,
CostCo, American Online, Matrixx Marketing,
Equifax Payment Services, USANA, Teletrust,
Morton International, IRS, Delta Air Lines
Reservation Center, Advanta Financial, Monticello
Mill, Sprint, American Express, Thanksgiving Point,
Unipag/Data Packaging, Corel, OfficeMax, Westin
Hotels & Resorts, EG&G, SuperSports USA, Clarke
American Checks, US Voice Mail, Southwest
Airlines Reservations, lcon Health & Fitness, Target
Stores, Western Wireless, Alamo, I-Link Worldwide,
Detroit Diesel, ARAMARK, and Stream Interntional.
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Contractions and closures with 100 or more workers
in 1996 included, but were not limited to: layoffs at
Tooele Army Depot, Hill Air Force Base, Utah Army
National Guard, Thiokol, Bureau of Mines, First
Security Bank, Novell, NCR Systemedia, Fibertek,
Unisys, Lucas Western, Ernst, HealthRider, All-
American Gourmet, Ameritech Library Services, and
J. H. Harland.

Media Attention and Rankings. Utah continued to
receive favorable rankings and press coverage in
1996. National Geographic magazine featured Utah
in a 30-page profile entitled “Land of Promise,
Kingdom of Stone”. Utah was one of only five states
1o receive AAA bond ratings from Moody’s Investors
Service, Standard and Poor’s Rating Group, and
Fitch Investors Service.

Forbes magazine listed Provo-Orem and Salt Lake
City, as having the fifth and sixth highest rates of
metropolitan job growth in the U.S. over the past
five-and-one-half years. Forbes cited the low cost of
doing business in these cities for the strong
employment performance. Provo-Orem’s costs were
90 percent of the national average cost of doing
business and Salt Lake City’s costs were 92 percent.
Still, the most recent data from Regional Financial
Associates show that costs are edging up in Utah.
Utah’s costs of doing business are now only

3 percent below the national average, and 22 states
have lower overall costs of doing business.

Financial World magazine cited Utah as the best
place in the nation to locate a business. Financial
World looked at the costs of doing business, the
supply of educated labor, graduation statistics and
poverty rates.

Kiplinger's magazine also rated Salt Lake City/Provo
first in the nation among large metropolitan areas
for starting and succeeding in business. And, Inc.
magazine rated Utah third in the nation for the
number of Inc. 500 companies (fastest-growing
companies) per million residents.

The Corporation for Economic Development (CED)
gave only Utah and Colorado straight A's in its
annual Development Report Card Rating of States.
CED ranked Utah as having the most diversified
economy in the nation. Regional Financial
Associates, on the other hand, ranked Utah as
having the seventh most diversified economy in the
nation in 1995. Diversification rankings differ
depending on the method and level of industry
aggregation used to measure diversification. The
more diversified the Utah economy, the less
vulnerable it is to economic downturns.

ReliaStar Financial Corporation rated Salt Lake City
first on its Financial Security Index which gauges
the ability of residents to support themselves and
their families. U.S. News & World Report ranked
Salt Lake City as the best housing market in the
nation for price appreciation for the second straight
year. Morgan Quitno ranked Utah as the fourth
healthiest state, and as the fifth most livable state in
the nation.

A Wall Street Journal article cited the linguistic skills
of Utahns’ as contributing to the state’s explosive
growth in international trade. Utah ranked ninth in
the nation in export growth from 1987 to 1995
according to the U.S. Department of Commerce.
And, the Salt Lake-Ogden area ranked 57" in the
nation out of 253 metropolitan areas in export sales
in 1995 according to the Commerce Department.
Regional Financial Associates ranked the State of
Utah fourth in the nation in 1995 for the percentage
of gross state product that was attributable to export
growth.

Furthermore, State Policy Reports shows that Utah
uses it funds more wisely than other states. It ranks
Utah as having the highest level of investments for
the future (prevention spending such as public and
higher education) relative to safety net programs
(damage control spending such as corrections,
welfare and Medicaid). Utah has the second highest
ranking in the nation for persons over 25 who have
at least a high school diploma, and the lowest
ranking for births to unwed mothers.

Significant Issues

Annual Pay and Business Costs. National
economic research and consulting firms RFA and
WEFA have both stated that Utah’s strong job
performance in recent years has largely been the
result of lower-than-national average costs of doing
business. Average annual pay data for 1995, for
employees covered by unemployment insurance,
released by the federal Bureau of Labor Statistics
shows that Utah remained a very competitive state
when measured by 1995 pay levels.

Utahns’ average-annual pay rose 3.6 percent in
1995 to $23,626. This was $4,219 less than the
national average of $27,845 (which grew 3.4 percent
in 1995). Utahns’ average annual pay, adjusted for
inflation (1996 dollars), has been more than $4,000
less than the national average since 1989. Average
pay, adjusted for inflation, was as little as $1,000
jess than the U.S. average as recently as 1981.
Lower average wage growth in Utah than in the
nation helped stimulate stronger employment growth
in Utah.
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Housing

Housing is a significant issue in Utah's outiook. The
issues of affordability, prices, and ownership and
household income are discussed in the following
sections.

Affordability. The flip-side of lower than national
average-pay levels is that it becomes more difficult
for Utahns to purchase homes and pay other bills.
First Security Bank recently completed a study
which showed that only 40 percent of married, joint-
tax-return families had sufficient income levels to
qualify for an average-priced, single-family home in
Salt Lake County. The National Association of
Home Builders (NAHB) reported that only

49 percent of families in Salt Lake City earning the
median income could afford the median-priced
home in that market. NAHB ranked Salt Lake City
17" out of 174 areas on its least-affordable list for
third quarter 1996.

Prices. The average price of the same group of
existing houses in Utah increased 72.7 percent in
the five-year period ending June 1996, according to
the Office of Federal Housing Enterprise Oversight’s
(OFHEO) Housing Price Index. The OFHEOQ price
index measures the average price in repeat sales of
the same houses. Still, home sales in Utah
remained strong at 4.2 percent for third quarter 1996
over third quarter 1995, according to the Utah
Association of Realtors (UAR). And, UAR’s mean-
average price for all single-family homes in the Salt
Lake County area decreased 1.6 percent to
$147,665 from the third quarter figure of $150,083
for 1995. The mean-average price is simply the
average price for the mix of all homes (new and old)
sold in Utah.

Another housing price measure, the median-
average home price in the Salt Lake City/Ogden
area, increased to $123,100 in the third quanter of
1996, according to the National Association of
Realtors (NAR). Median-priced homes in the Salt
l.ake/Ogden area in the third quarter of 1996 were
$2,600 more expensive than the $120,500 national
median-existing, home average price. The median-
price is the average price above and below which
half of all existing (old) homes sold in Utah.

The growth rate in median house prices decreased
in each of the last two quarters in Utah according to
NAR. Median prices increased by 17.7 percent for
first quarter 1996 over first quarter 1995, the rate of
increase dropped to 11.4 percent for second-quarter
1996 over second-quarter 1995, and the growth rate
dropped again to 5.3 percent in the third quarter of
1996 compared to third-quarter 1995. Regional
Financial Associates expects median home prices in
the Salt Lake area to increase a modest 4.9 percent

in 1997 (the fifth highest rate of growth in the
nation).

Ownership and Household Income. Despite price
increases in recent years, Utah had the seventh
highest rate of home ownership in the nation in 1995
at 71.5 percent according to the U.S. Bureau of the
Census. And, the Wasatch Front (Ogden to Provo)
had the second highest metropolitan-home
ownership rate in the nation (at 77.3 percent) in the
third quarter of 1996, according to the U.S.
Department of Housing and Urban Development.
Part of the reason for above-average levels of home
ownership, is that median household income levels
in Utah are higher than in the nation. Just released
1995 data from the U.S. Bureau of the Census
shows that median household income in Utah

ranked 13" highest in the nation at $36,480 ($2,404
higher than the national average of $34,076).

Higher median household income despite lower
average annual pay is due to larger household sizes
in Utah than in the nation. The 1995 Census
estimates show 3.1 persons per household in Utah
compared to 2.6 persons in national households.
Utah has the lowest ranking in the nation for

the percent of families with children headed by a
single parent. Still, inflation-adjusted household
income increased 2.7 percent nationwide in 1995
compared to 1994, while it decreased 0.7 percent in
Utah.

Vacancies

Mid-year vacancy rates indicate that most of the
Salt Lake City real estate market is not yet overbuilt.
Nonetheless, Utah is in the midst of a construction
boom and many vacancy rates will increase in
subsequent years. A recent CB Commercial Real
Estate Group survey reported that downtown office
vacancy rates would likely increase in the next few
years due to the construction of new office buildings,
and commuting difficulties associated with the
construction of light rail and the rebuilding of
interstate 15.

CB Commercial Real Estate Group cited Salt Lake
area office market vacancy rates at 6.0 percent for
third-quarter 1996 over third-quarter 1995. Wallace
Associates listed the downtown central business
district office vacancy rate at about 2 percent for
mid-1996. Office rents, for structures constructed in
the past 10 years within a primary location,
increased 9.6 percent for mid-1996 over mid-1995
according to Wallace Associates. Central business
district office rents increased 15.5 percent to $18.30
per square foot, up from $15.84 a year ago. Salt
Lake City office vacancy rates declined to around
5.5 percent in mid-1996 according to Coldwell
Banker Commercial Real Estate Group.
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According to U.S. Apartment Market Reports,
apartment vacancies in Salt Lake City were

4 percent at the end of second quarter 1996.

CB Commercial gauged industrial space vacancies
at only 3.7 percent during third quarter 1996
compared to the previous year’s third quarter. PKF
Consulting reported that Salt Lake City had the third
highest hotel occupancy rates (79.5 percent) in the
nation during 1995. The Rocky Mountain Lodging
Report claims an 85.8 percent occupancy rate for
downtown hotels in the first six months of 1996.

Near-Term Outlook

Utah's economy should continue to do well into 1997
for many of the same reasons it did well in 1996.
Utah has a pro-business regulatory environment;
low business taxes; numerous recreational
opportunities; a youthful and educated labor force;
good universities; healthy lifestyles; and, a strong
work ethic; all of which should continue to favorably
influence business location and expansion

decisions.

The Utah economy is expected to experience solid,
above-average growth in 1997. The State of Utah
Economic Coordinating Committee expects
employment to grow at about 4.2 percent in 1997.
The historic (1950 to 1995) average job growth rate
in Utah is about 3.5 percent. Regional Financial
Associates (RFA) forecast in November 1996 that
Utah would rank first in the nation in job growth for
1997 at 4.7 percent.

Nonagricultural wages, personal income, net
migration, and population in Utah are all expected to
show solid growth through 1997. Population growth
should increase at 2.1 percent, total nonagricultural
wages should increase at 8.5 percent, and personal
income growth should come in at 7.8 percent in
1997. Average wage growth is also expected to
grow faster than CPI infiation in 1997 for the third
consecutive year.

Nonetheless, economic growth is expected to slow
slightly in Utah in 1997. This slowdown will be due to
federal cut-backs; building moratoriums and
restrictions (grass-roots, anti-growth movements);
lower net in-migration; a tighter labor market; a less-
affordable housing market; higher office, apartment
and commercial rents; and, an improved economy
and business climate in California (the source of
most of Utah’s in-migration).

Work Force Expansions / Contractions. Several
companies have announced permanent workforce
expansions and new firm openings of 100 or more
jobs in 1997. These expansions and openings
include, but are not limited to: Megahertz, Software
Support, Panel Prints, Interim Technology,
American Express, TheraTech, American Pacific,
Smithfield Foods, Aliiant Techsystems, Hill Air
Force Base, Prime Option, Little America, Smead
Manufacturing, Detroit Diesel, ZM Direct, Matrixx
Marketing, Intel, Knaack Manufacturing,
Paunsagaunt Energy, Cardholder Management
Services, and US Voice Mail.

Other entities have announced workforce reductions
of 100 or more jobs in 1997. These layoffs include,
but are not limited to, the Tooele Army Depot,
Defense Depot Ogden, Utah Test and Training
Range, Ernst Home Centers, Mountain Farms
Cheese Factory, and Thiokol. Clear Shield National,
Inc. (a manufacturer of plastic cutlery) cited Utah’s
low unemployment rate for its recent decision to
locate a new plant and 150 jobs in Idaho instead of
Utah.

Construction Activity. Construction should also
remain healthy in 1997 due to low office, industrial,
and apartment vacancy rates, high hotel occupancy
rates, new business and government projects, and
continued net in-migration. Construction projects of
$25 million or more that will begin or continue into
1997 include, but are not limited to: the Interstate-
15 Rebuild, Bangerter Highway Completion, Light
Rail, SnowBasin Resort, Kennecott Tailings Project,
State of Utah Courts Complex, Huntsman Cancer
Institute, Orem Medical Center, Gateway West
Building, American Stores Complex, West Valley
Hockey Arena, Salt Lake County Jail, Murray
Corporate Center, Diamond Fork Pipeline, Provo
Canyon Highway, Geneva Air Separation Plant,
Cottonwood Corporate Center, University of Utah
Biology Building, Ogden Center Restoration, Lake
Park Corporate Centre, Little America Hotel
Expansion, the Brigham Young University H. B. Lee
Library, and the LDS Assembly Hall.

Residential construction will remain at historically
high levels in 1997. However, the growth in
residential construction is expected to decline in
1997 largely due reduction in large apartment
development and declines in availability of
developable lands. Some communities, such as
Draper, and Centerville, and Summit County have
recently enacted apartment building moratoriums
and restrictions. 3
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98 Utah's Long-Term Projections

The last official long-term economic and
demographic projections for the State of Utah and
its counties were released in September of 1994.
Since that time, significant resources have been
applied to the Projections Program to produce long-
term projections of even higher quality and greater
utility. This program, which currently resides in the
Demographic and Economic Analysis Section (DEA)
of the Governor's Office of Planning and Budget
(GOPB), generates the long-term employment and
population projections that represent the state’s view
of Utah’s future and inform a multitude of planning
efforts. Substantive improvements have been
implemented and are incorporated into these most
recently-produced projections.

The results reported here are a provisional and early
release of the full projections product, which will
incorporate further refinements in the results, an
analytical treatment of the projections, and a set of
newly- created data products to be distributed
largely on the Internet. The release of these more
fully- developed products is scheduled for Spring of
1997.

The discussion that follows is a summary of state
level results, a short statement of assumptions, and
an overview of changes in the Projections Program
and process. This discussion is necessarily quite
brief and is descriptive rather than analytic in
nature; the latter has been deferred until the Spring
product release.

Summary of Results

Utah’s population is estimated to be 2.0 million in
1996 and is expected to reach 3.3 million by the
year 2020; a 65 percent increase (Table 12). This
rate of population growth, which exceeds that
expected for the nation, will be sustained by: (1) a
rapid rate of natural increase (i.e., births exceeding
deaths) and, (2) a strong and diversified economy.
The state’s employment growth rate is also
expected to be more rapid than that of the nation. If
these rates of economic growth obtain, Utah will
experience a sustained net in-migration over nearly
the entire projection period. This net-in-migration
will occur because job growth will excel faster than
internal population growth, even though the state’s
population is quite young and fertility rates are
relatively high. In absolute numbers, the majority of
the 1.3 million new Utahns will reside on the
Wasatch Front. The most rapid rates of growth are
expected in southwestern Utah, Grand County, and
the “Wasatch Back” (Summit and Wasatch
Counties), shown in Table 9.

Population. The growth rate of Utah’s population
has historically exceeded that of the nation; this
trend is expected to continue throughout the
projection period. The average annual rate of growth
of Utah’s population over the projection period (1995
to 2020) is expected to be 2.1 percent. This rate
compares with an average annual rate of growth of
2.3 percent in the historical period (1950 to 1995).
Corresponding rates of growth for the nation are

1.2 percent in the historical period and 0.9 percent

in the projected period.

Growth Rates. Population growth rates fluctuate
over time according to economic conditions, specific
events, and population dynamics. Even when Utah
experienced difficult economic times in the 1980s,
the rate of growth of the population for the decade
still exceeded that of the nation. The largest growth
rate differential occurred in the 1970s, when Utah’s
average annual rate of population growth was

3.3 percent while that of the nation was 1.1 percent.
A similar, yet smaller differential is projected for the
first ten years of the next century, when Utah’s
annual average population growth rate is projected
to be 2.4 percent while the nation’s is projected to
be 0.8 percent (Figure 2).

Population Increases. In the 1950-t0-1996 period,
total resident population of the state has consistently
increased, although the amounts of annual increase
have varied cyclically. Population increased on
average by 40,800 persons per year throughout the
decade of the 1970s, and by 25,510 in the 1980s.
These projections indicate that population will
increase by an average amount of 44,341 in the
1990s, by 56,468 in the 2000s, and by 57,411 in the
2010s. So, while rates of population growth are
expected to decelerate in the later years of the
projection period, absolute amounts of growth are
expected to be quite high relative to history (Figure
3 and Table 4).

Natural Increase. Utah’s rapid rate of population
growth is primarily attributable to natural increase
rather than net-in-migration.” This rapid rate of
natural increase has occurred because the
population is quite young (with a greater share of the
population in child-bearing years) and fertility rates
are quite high. In addition to births and deaths, the
third component of population change is net
migration. Net in-migration was quite small in the
1950s and net out-migration occurred in the 1960s

' The amount of natural increase for a given population is
the amount by which the number of births exceeds the
number of deaths for a particular year. If deaths exceed
births then there is a natural decrease.
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and 1980s. Over the last 45 years, with only three
exceptions (1954, 1964, and 1988), even in times of
net out-migration (the 1980s), Utah’s rate of
population increase has consistently exceeded that
of the nation. These projections indicate that natural
increase will contribute 65 percent of the population
increase over the next 25 years (Figures 4 and 5).

The relatively rapid rate of natural increase of the
Utah population is mostly attributable to the state’s
young population in combination with a high fertility
rate, although a relatively low death rate and high
life expectancy have contributed to a lesser extent.
Median age for the state has increased from 23 in
1980 to 26 in 1995, and is projected to increase to
30 by the year 2020 (Table 5). The national median
age was 30 in 1980, 33 in 1995, and is projected to
increase o 37 in the year 2020.

Dependency Ratio. Age structure may be
summarized by the dependency ratio, which is the
number of people in the population not in the
working age group (18 through 64 years old) per 100
working age persons. Utah's dependency ratio is
consistently among the highest in the nation. In
1970 it was 90 for Utah compared with 79 for the
nation. By 1995 it had fallen to 76 in Utah and 64 for
the nation. By 2020, the projected dependency ratio
for Utah is 70 and 67 for the nation. The increasing
national dependency ratio toward the end of the
projection period is attributable to the aging of the
Baby Boom generation. For the nation, the
retirement component was 33 percent of the
dependency group (i.e., the numerator in the
dependency ratio) in 1995 and this is projected to
increase to 41 percent by 2020. In the case of Utah,
the retirement age component of the state’s
dependency ratio (i.e., the numerator in the
dependency ratio) was about 20 percent in 1995 and
is projected to increase to 26 percent in 2020. The
school-age (ages 5 though 17) portion of the
population for the state is projected {o decrease
from 25 percent in 1995 to 22 percent in 2020.
Throughout the projection period, Utah’s age
structure will maintain its unique character as
compared with the nation, although there will be
slight tendency to converge (Figures 6 and 7 and
Tables 5 through 8).

Employment. Non-agriculiural wage and salary
employment is projected to increase by about

79 percent from 908,363 in 1995 to 1,629,281 in the
year 2020. Total employment for Utah is projected
to increase from 1,100,273 in 1995 to 1,977,156 in
2020; an increase of 80 percent.’

' Total employment for UPED purposes is non-

agricultural wage and salary employment plus agriculture

{(wage and salary employment and proprietors) plus
(continued...)

Growth Rate. The employment growth rate of Utah
has quite consistently out-paced that of the nation
and this differential is projected to continue. The
average annual rate of growth of non-agricultural
wage and salary employment from 1950 to 1995
was 3.5 percent for Utah as compared to

2.1 percent for the nation. The projected rates for
1995 through 2020 are 2.4 percent and 1.0 percent
respectively. The decade with the highest rate of
employment growth for the state was the 1970s,
when non-agricultural wage and salary employment
increased at an average annual rate of 4.5 percent;
this increase compares to the national rate of

2.7 percent. Over the projection period, the 1990s
are expected to have an average annual rate of
growth of 4.1 percent with rates decelerating over
time (Figure 8 and Table 2).

Job Levels. Although the rates of increase of
employment are not projected to reach record
levels, the numbers of jobs created are projected to
reach record levels. The average annual amounts of
increase of non-agricultural wage and salary
employment peaked in the 1970s at 19,316 jobs.
This number is projected to increase to 34,629 in
the 1990s, 29,072 for the 2000s, and 26,827 for the
2010s (Figure 3).

Increase in Major Sectors. With the exception of
agriculture, employment increases are projected for
all major sectors of Utah’s economy. Services, non-
farm proprietors, TCPU (transportation,
communication, and public utilities), trade, and FIRE
{(finance, insurance, and real estate) are projected to
have the most rapid rates of increase (i.e., average
annual rates of growth in excess of 2.0 percent in
the years 1995 to 2020). Employment is projected to
grow more rapidly (or in the case of agriculture
decrease less rapidly) in every sector in the state
than in the nation. Manufacturing employment is
projected 1o increase in Utah while declining for the
national economy (Table 3 and Figure 9). About
one-third (31 percent) of all jobs created in Utah in
the 1995- t0-2020 period are projected to be service
jobs, which is now and will continue to be the sector
with the largest share of the state’s employment.
This compares 1o 46 percent at the national level. A
greater share of employment will be created in
trade, TCPU, manufacturing, construction, and
government in the state as compared to the nation
(Figure 10).

Services Sector. At the detailed industry level, the
most rapidly growing sectors are business services,
transportation services, agricultural services,

(...continued)

private household employment plus non-farm proprietors.
The latter three are estimated by the Bureau of Economic
Analysis.
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professional services, medical and heaith services,
repair services, and social services with average
annual rates of growth from the 1995-t0-2020
projected period to be in excess of 3.1 percent. The
industry that is projected to create the largest
number of jobs in the next 25 years is non-farm
proprietors (156,821 jobs), followed by business
services (75,238), medical and health services
(73,872), and eating and drinking places (48,481),
(Figures 12 and 13).

Diversification. The state’s economy has become
more diverse (i.e., more similar to the economic
structure of the nation) over time as its employment
has grown more rapidly in industries in which it was
relatively unspecialized. This increasing
diversification of the state’s economy is evident at
both the major industry and detailed industry levels
as measured by the Hachman Index'. A value of
one of this index indicates an identical distribution of
employment shares between the subject region (the
state) and the reference region (the nation). The
increase in the value of the index in the 1980 to
1995 period is primarily the result of the
simultaneous occurrence of: (1) the restructuring of
the mining and metals industries and the downsizing
of the federal government, and (2) emergence
and/or growth of service industries (e.g., computer
software development / production, financial
services, temporary services, telemarketing, etc.),
tourism related industries (e.g., hotels and lodging,
transportation by air, etc.), and particular types of
manufacturing (e.g., motor vehicle parts (air bags),
aircraft equipment, sporting goods, etc.). This
restructuring and diversification process has nearly
run its course. The Hachman Index for the state is
approaching one (its theoretical maximum) when
calculated at the major industry level and
approaching 0.95 at the two-digit detailed industry
level. These projections indicate that the industrial
structure of the state will become somewhat more
diversified (i.e., more similar to that of the nation)
over the next 25 years, although a differential as
measured by the Hachman Index will be sustained
(Figure 11).

County Population and Employment
Projections. All 29 counties are expected to gain
population and employment in the years 1995 to
2020. The most rapid rates of growth are in
southwest Utah, Grand County, and the “Wasatch
Back” (Summit and Wasatch Counties). In terms of
amounts of population, much of the increase is
concentrated in the Wasatch Front counties.

The population of the state is geographically
concentrated in the Wasatch Front MCD (Davis,

T “Diversification of the Utah Economy,” pages 207
through 213, 1995 Economic Report to the Governor.

Morgan, Salt Lake, Tooele, and Weber Counties).
These counties have 63 percent of the state’s
population and 67 percent of the state’s
employment. These proportions are projected to
decline somewhat in the next quarter century. The
absolute number of persons in the Wasatch Front is
projected to increase from 1,233,100 in 1995 to
2,010,354 in the year 2020, for an increase of
777,254 people or 63 percent (Table 9).

The most rapidly-growing counties in the state
projected for the 1990-t0-2020 period are:

*+  Washington County (4.4 percent average
annual rate of growth (AARG),

Grand County (4.2 percent AARG),
Summit County (4.0 percent AARG),

iron County (3.2 percent AARG),
Wasatch County (3.2 percent AARG), and
Kane County (3.2 percent AARG).

trrr:

The counties with the largest projected absolute
increases in the population from 1995 to 2020 are:

Salt Lake County (495,094 more persons),
Utah County (227,047 more persons),
Davis County (139,041 more persons),
Weber County (109,072 increase),
Washington County (109,058 persons), and
Cache County (51,847 more persons).

sty

Employment growth is projected to be most rapid
from 1990 to 2020 for:

Washington County (5.3 percent AARG),
Kane County (4.2 percent AARG),

Iron (3.8 percent AARG),

Summit County (3.8 percent AARG),
Beaver County (3.5 percent AARG), and
Wasatch (3.2 percent AARG).

trerrere

The largest number of jobs created in the 1995 to
2020 period are shown in Table 10 and are
projected for:

»+ Salt Lake County (385,211 jobs),
* Utah County (119,831 jobs),

*» Weber County (79,562 jobs),

»+ Davis County (73,444 jobs), and
» Washington County (61,973 jobs).

Projection Assumptions

These projections of population, labor force,
households and employment for the State of Utah,
its multi-county districts (MCDs) and counties were
produced using the UPED model system. Besides
the assumptions contained within the model
structure and logic, the major assumptions
contained within the estimates and projections of the
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model’s fixed- and time-varying parameters and
exogenous variables are as follows:

1.

Demographic.

A

Single year-of-age birth rates by MCD are
assumed to remain constant, 1997 to 2020,
at their 1990 levels.

Survival rates by sex and single year of age
at the state level are assumed to remain
constant, 1997 to 2020, at their 1990 levels.
Employment-related migration propensities
are assumed to remain constant throughout
the entire projection interval. This means
the relative likelihood of people (by age and
sex), and their dependents and partners,
migrating for a job remains constant.

Sex- and age-specific non-employment
related out-migration rates by MCD for
college students (and their partners and
dependents) and LDS missionaries are
assumed to remain constant over time.
Sex- and age-specific non-employment
related in-migration growth rates by MCD
for college students and associated persons
are assumed to be functionally related to
the growth in college student out-migration
from other MCDs.

Labor Market.

A

Generally, sex- and age-specific labor force
participation rates by MCD are assumed to
increase, particularly female rates, over the
projection interval but to maintain their
proportional differences with respect to
those projected by the U.S. Bureau of Labor
Statistics for the nation.

Unemployment rates decline, 1996 to 1997,
rise in 1998 and remain constant thereafter.
MCD differences in unemployment rates are
preserved throughout the projection interval.
The MCD 1990-to-1996 changes in multiple
job holding, net commutation and full/part
time employment rates are assumed to
continue in their current direction, but
diminish to zero by 2001 and remain
constant thereafter.

Residentiary employment relatives are
assumed to remain constant over the
projection interval (i.e., population-based
residentiary employment location quotients
adjusted for age structure). Residentiary
employment is employment associated with
the production of goods and services for
consumption by the population of a region.
National employment by industry per
person, 1990-2020, is assumed as per the
U.S. Bureau of the Census middle series
projections of the U.S. resident population

and the U.S. Bureau of Economic Analysis
projections of U.S. employment by industry
but modified to incorporate 1990 to 1995
estimates and to maintain data series
consistency.

3. Basic Employment Growth.

A. Basic employment estimates, 1990 to 1995,
contain an estimate of the total to basic
employment multiplier of approximately 2.0
to 2.1 for the state as a whole. Larger MCDs
have lesser proportions of basic to total
employment than do smaller MCDs.

B. Long-term future basic employment growth
rates by industry and MCD are estimated,
1950 to 1995, as approximately midway
between historical linear and exponential
rates (i.e., the average of constant amounts
and constant rates). Long-term MCD growth
is weighted by relative recent growth, 1990
to 1995.

C. Short-term basic employment growth rates,
1996 to 1998, incorporate the short-term
state level, major industry projections of the
Revenue Estimates Committee.

D. These estimates were then normalized,
calibrated and smoothed.

E. Specific assumptions include: (1) the 2002
Winter Olympic Games estimates of direct
and indirect employment impacts; (2) a
modified Scenario One development of
Circle Four Farms in Beaver and iron
Counties; (3) independent projections by the
Office of Energy and Resource Planning of
the Department of Natural Resources of
production and employment for Coal
Mining, Oil and Natural Gas Extraction, and
Petroleum Refining; and (4) specific
assumptions concerning Federal Defense,
Primary Metals, Metal Mining, Private
Education as well as numerous specific
events and developments across the state.

For further information on these and other
assumptions see the UPED Model documentation
and the forthcoming 1997 Economic and
Demographic Projections Report.”

Projection Program Improvements
The directions for the redesign of the Projections

Program were stated in the 1996 Economic Report
to the Governor.

' T. Ross Reeve and Pam Perlich, State of Utah

Demographic and Economic Projection Model System,
Governor's Office of Planning and Budget, May 1995.
Available at http://www.gvnfo.state.ut.us/dea/pub.htm.
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The general areas of innovation in the
Projections Program are further
development of: (1) the model system; 2)
information on local conditions and
developments; (3) interpretation,
presentation, and distribution of the resulis
of the projections.

Significant new features are outlined below:
1. Model System improvements.

A. A new economic driver which

(1) relates changes in the Utah economy to
projected changes in the U.S. economy
given observed historical relationships;

(2) relates changes in the Multi-County
District (MCD) economies to the state’s
economy;

(8) incorporates the Revenue Estimates
Committee’s short-term, state level
employment growth projections; and

(4) incorporates the results of special
studies and analyses such as Circle
Four Farms, Olympics, Office of Energy
and Resource Planning of the
Department of Natural Resources
projections of energy sector
employment and production.

B. Interregional (i.e., MCD) treatment of the
college student category of non-
employment related migration with college
student in-migration (including their partners
and dependents) to an area being related to
college student out-migration (including
their partners and dependents) from other
regions of the state.

C. New data and estimating procedures for
improving the accuracy of demographic and
labor force composition, employment
structure, and the geographic distribution of
projected economic variables.*

D. Provision for continual updating of model

1,23

' “Economic and Population impacts of the Circle Four
Farms,” Utah Data Guide, July 1996, Vol. 13, No. 3.
Governor's Office of Planning and Budget. Also available
at http://www.gvnfo.state.ut.us/dea/pub.htm.

2 “Energy and Minerals” chapter in this 1997 Economic
Report to the Governor.

3 «Tourism, Travel and Recreation” chapter in this 1997
Economic Report to the Governor.

4 For a discussion of similar issues as applied to the
Census Bureau’s long term projections see: John F.
Long, “Complexity, Accuracy, and Utility of Official
Population Projections,” pages 203 - 216, Mathematical
Population Studies, Volume 5(3), 1995.

data and parameter estimates with baseline
projections and impact studies routinely
produced on demand.

2. Information on Local Conditions and
Development.

A. A County Information System which is used
to collect information concerning specific
economic events and industry trends at the
county level. This includes both historic and
anticipatory information.

B. Aninternal review process: Review and
comments on a provisional set of
projections were received from the
Governor's Office of Planning and Budget.

C. An external review process: Comments and
review of a preliminary set of projections
were requested and received from the
following—All seven Associations of
Government (these included review from
local planners, government officials,
business and community representatives,
etc.), the Utah Governor’'s Economic
Coordinating Committee, the Projections
Technical Advisory Committee, and the
Utah Higher Board of Education.

3. Interpretation, Presentation, and Distribution of
the Results of the Projections.

A. Description and analyses of projections
results; Accomplishments include
construction of a time series of historical
and projected model variables, analysis of
the U.S., Utah, MCD, and county-detailed
employment series, and derivative
measures of explanatory factors
contributing to the changing relative
structures between employment and
population over time.

B. On-Line Analytical Processing system: This
currently includes a dynamic query system
that allows custom extraction of data,
tables, and graphs. It also enables the
viewing of dynamic single year-of-age
demographic distributions (such as
population pyramids) for all variables and
parameters across 38 geographic areas
(i.e., U.S., Utah, MCDs, and counties). The
associated meta-data system is under
development.

C. A data server to disseminate data products
to internal and external users via the
internet is in the design phase. &8
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Figure 2
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Figure 3

_Decade Average Annual Increase of Population and Wage & Salary Employment: Utah
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Figure 4
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Figure 5
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Figure 6
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Saurce: Govemor's Office of Planning and Budget, UPED Model.
Figure 7

_U.S, Dependency Ratio Components
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Figure 8
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Figure 10

_1995 to 2020 Industry Share of Total Employment Increase: Utah and U.S.
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Figure 13

ohltah industry Employment Banked by Absolute Amounts of Change: 1993 102020
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